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SAN LEANDRO, CALIF.: 

Corporate Offices, Northern Regional Offices 
and Distribution Center on 65 acres of land in 
San Leandro with 770,000 square feet of build¬ 
ings serving 109 stores in Northern Calif. 

BUENA PARK, CALIF.: 

Southern Regional Offices and Distribution 
Center on 55 acres of land in Buena Park with 
790,000 square feet of buildings serving 116 
stores in Southern California, Arizona and 
Nevada. 


A DENOTES ARDENS 

* DENOTES GEMCO MEMBERSHIP 
DEPARTMENT STORES IN CALIFORNIA 


Pico Rivera, California: Soft goods distribution 
center on 8 acres of land with 121,000 square 
feet of building. 














VIRGINIA - MARYLAND: 
Memco Stores indicated are 
under construction. 


YEAR IN BRIEF 


$ 1 , 259 , 198,000 


♦EARNINGS 

(Before Taxes on 
Income) 42 , 439,000 


NET EARNINGS 


19 , 636,000 


* DENOTES MAYS DRUG STORES 


MILAN, ILLINOIS: 

Midwestern Regional Offices and Distribution 
Center on 44 acres of land with 470,000 square 
feet of buildings serving 118 stores in Illinois, 
Iowa and Wisconsin. 

HOUSTON, TEXAS: 

Stores indicated are under construction. 


♦EARNINGS 

(Per Share 

Common Stock) 1.68 

'Before extraordinary gain in 1969. 


$ 1 , 028 , 297,000 


29 , 841,000 

14 , 358,000 


1.29 
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Gerald A. Awes 
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Chief Executive Officer 
Mary S. Day 
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Cardinal Grocery Stores, Inc. 
A. I. Diepenbrock 
Senior Partner of Diepen¬ 
brock, Wulff and Plant, 
Sacramento, California 
William H. Dyer, Jr. 

President 
F. A. Ferroggiaro 
(Honorary Chairman) 

Retired. Formerly Chairman 
of the Board of Bank of 
America 

Director Emeritus: 

Frank S. Richards 


Wayne H. Fisher, Jr. 

Executive Vice President 
Ivan Owen 

Vice President, Secretary- 
Treasurer 
James A. Petit 
Rancher 

Dwight E. Stanford 
Senior Partner of Stanford 
and McDonough, San Diego, 
California 
James L. Stell 
Senior Vice President 
Joseph A. Woods, Jr. 

Partner of Donahue, 
Gallagher, Thomas and 
Woods 
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William H. Dyer, Jr. 
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COMMON STOCK 


Bank of America N.T. & S.A. 
World Headquarters Bldg. 
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Marine Midland Grace Trust 
Company of New York 
New York, N.Y. 10015 


United California Bank 
405 Montgomery Street 
San Francisco, Calif. 94104 
Manufacturers Hanover 
Trust Company 
New York, N.Y. 10005 


PREFERRED STOCK 

Bank of America N.T. & S.A. United California Bank 
World Headquarters Bldg. 405 Montgomery Street 
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COUNSEL 

Donahue, Gallagher, Thomas & Woods 
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EXECUTIVE OFFICES: 1701 Marina Blvd., San Leandro, Calif. 94577 


REPORT TO 
OUR SHAREHOLDERS 
AND EMPLOYEES 


SALES AND EARNINGS 

Sales for the year were $1,259,198,000, an increase 
of 22.5 percent over 1968 sales (53 weeks) of 
$1,028,297,000. 

Net earnings from operations were $19,636,000, an 
increase of 36.8 percent over 1968 earnings of 
$14,358,000. This was equivalent to $1.68 per share, 
compared to $1.29 per share in 1968 (after adjust¬ 
ment for the three percent stock dividend and the 100 
percent stock distribution). In addition, there was a 
non-recurring gain on the sale of the Company’s invest¬ 
ment in common stock of Blue Chip Stamps. This 
amounted to $1,700,000 and was equivalent to 15 
cents per share. 

DIVIDENDS 

In 1969, quarterly cash dividends of 35 cents per 
common share were paid in March and June. This 
was equivalent to 171/2 cents per share after the 100 
percent stock distribution in September. Your Board 
of Directors, at their August meeting, increased the 
quarterly cash dividend to 20 cents per common share 
and this amount was paid in September and Decem¬ 
ber. A three percent stock dividend was issued in July. 
Regular cash dividends were paid quarterly on the 
preferred and preference shares. 
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EACH $10 PURCHASE AT LUCKY: 


Farmers, Manufacturers, Distributors 
received.$ 7.89 

Employees Received for Wages and 

Other Benefits . 1.14 

Store Rent, Advertising, Shopping Bags 

take . 40 

Painting, Repairing, Wear-and-Tear take.. .14 

City, State, Federal Taxes take..28 

Shareholders Received for Use of 

Their Funds.07 

Lucky Retained in Business 
To Pay Debts, Expand, Replace.08 


$ 10.00 



CAPITAL AND FINANCIAL 

Capital expenditures for 1969 were $30.4 million. 
Of this amount, $8.2 million was invested in new 
stores and service facilities, $13.3 million was spent 
in remodeling and refixturizing existing stores and 
facilities, and $8.9 million was invested in land and 
buildings used by the Company and owned by our 
real estate subsidiaries. Our provision for deprecia¬ 
tion in 1969 was $9.8 million. 

In 1969, your Company purchased all of the out¬ 
standing stock in MRL Corporation and related com¬ 
panies, operators of the men’s departments in our 
Gemco department stores. 

At year end our wholly-owned real estate subsidi¬ 
aries owned 32 properties (all operated by the Com¬ 
pany), with an original cost of $44.1 million. These 
have been financed through various lending institu¬ 
tions with mortgages equal to the entire investment. 
This procedure permits us to own certain selected 
properties without any cash outlay. 

During 1969, $12.8 million of the convertible 
debentures were converted into common shares of the 


Company. At year end debentures in the principal 
amount of $15.1 million remained outstanding. 

Expenditures planned for 1970 consist of $12.2 mil¬ 
lion for new stores and service facilities, $14.4 million 
for improvement of existing stores and facilities, and 
$3.9 million for real estate subsidiary properties. 
Internally generated funds and mortgage debt for real 
estate subsidiaries will provide adequately for these 
expenditures. 

EXPANSION 

At year end we had a total of 411 stores in operation 
— 259 supermarkets, 47 discount centers, 21 member¬ 
ship department stores, 33 drug stores, and 51 ladies’ 
ready-to-wear stores. The map inside the front cover of 
this report indicates the geographical distribution of 
our stores. 

During 1969, we opened 24 stores consisting of 8 
supermarkets, 11 discount centers, 3 membership 
department stores, and 2 ladies’ ready-to-wear stores. 
We closed 6 supermarkets, 1 drug store, and 5 ladies’ 
stores. Store openings included 1 in Arizona, 14 in 
California, 4 in Illinois, 3 in Nevada, 1 in Oregon, 
and 1 in Washington. In addition to expansion through 
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new stores and service facilities, we converted 8 stores 
from supermarkets to discount centers during the year. 

We plan to open about 40 stores in 1970, consisting 
of 11 supermarkets, 20 discount centers, 6 member¬ 
ship department stores, 2 drug stores, and 1 ladies’ 
store. These openings include our first membership 
department stores in Maryland (2) and Virginia (2), 
as well as our first discount centers in Texas (4). 

In December 1969, we opened our 34,000 square 
foot milk processing plant in San Leandro, California. 
In March 1970, a similar plant was opened in Buena 
Park, California. In January 1970, our new 121,000 
square foot soft goods distribution center was opened 
in Pico Rivera, California. The San Leandro meat 
processing plant (84,000 square feet) is expected to 
open in April 1970 to serve the Northern California 
stores. A similar plant was opened in Buena Park in 
late 1968. 

GENERAL 

Our 1970 year promises to be a very busy and 
exciting one. Our corporate staff and regional manage¬ 
ment have adequately planned our programs and have 



trained personnel to enable us to carry out our exten¬ 
sive expansion and remodeling plans. We are blessed 
with exceptionally well qualified people, who have 
responded enthusiastically to the many challenges. It 
is because of these people that we have been able to 
achieve our growth through the 1960’s and to assure 
continuation in the 1970’s. 

Through judicious use of our assets and because of 
our capable people, we have been able to produce a 
nominal profit, 15 cents on each $10 customer sale, 
while at the same time living up to our slogan: "Reduc¬ 
ing Your Food Cost is Our Business — We Discount 
Everything Except Quality, Courtesy, Service!’ We 
discount prices on products we sell in all departments 
of our food stores, except, of course, items subject to 
fair trade pricing or prices controlled by governmental 
agencies. We are committed to our policy of Low 
Everyday Prices, without weekend specials, trading 
stamps, games and other gimmicks which add to 
overall food costs. Particularly, we believe our mer¬ 
chandising methods have helped hold food costs down, 
thus retarding increases in the living costs of our cus¬ 
tomers. We are well aware of our responsibilities to 
our customers, and recognize that our growth and 



I960 1961 1962 1963 1964 1965 1966 1967 1966 1969 
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profitability will continue only so long as we serve 
them well. 

We regret to inform you of the death of two Board 
members, Mr. Douglas Day on March 18, 1970, and 
Dr. Lawrence Lockley on October 27, 1969. Mr. Day 
retired as Vice President in charge of real estate for 
the Company in 1962. He had served as a Director 
since 1957. His foresight and guidance were particu¬ 
larly valuable to the successful growth of our Com¬ 
pany. Dr. Lockley had served as a Director since 
December of 1968 and made a fine contribution during 
his tenure. The services of these outstanding men will 
be greatly missed. 

Mr. James A. Petit, a graduate of the University of 
California, with a degree in agricultural engineering, 
and operator of a large ranch in the Salinas Valley 
of California was appointed a member of our Board 
in December. 

Mr. Joseph A. Woods, Jr., a graduate of the Univer¬ 
sity of California with a degree in law, and now a 
partner in the law firm of Donahue, Gallagher, Thomas 
and Woods in Oakland, California, was appointed to 
our Board in January. 



Mrs. Mary S. Day, a graduate of the University of 
California with a degree in architecture, formerly 
President of Cardinal Grocery Stores, Inc. and now re¬ 
tired, was appointed a member of our Board in March. 

Mr. Frank S. Richards of Piedmont, California, who 
had been a member of our Board since 1949, resigned 
from the Board in January and was appointed Director 
Emeritus. 

We express sincere appreciation to our Board of 
Directors for their wisdom and guidance, which con¬ 
tribute so greatly to Lucky’s continuing progress. 

Gerald A. Awes 
Chairman of the Board 




EARNINGS PER SHARE COMMON STOCK* 

10 

YEARS 

1969 

$ 1.68 

1968 s3 Weeks) 

1.29 

1967 

1.09 

1966 

.73 

1965 

.66 

1964 ' S3 Weeks) 

.46 

1963 

.30 

1962 

.26 

1961 

.23 

1960 

.27 

•Years prior to 1969 adjusted tor stock dividends and distributions 
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LUCKY STORES, INC. 
CONSOLIDATED BALANCE SHEET 


February 1, 

ASSETS 1970 


Current assets: 

Cash and short-term securities. $ 22,955,000 

Accounts receivable. 5,294,000 

Merchandise inventories, at the lower of cost (first-in, first-out or average) or market . 79,824,000 

Prepaid expenses and supplies. 4,913,000 

Store properties held for sale and leaseback (including $3,920,000 in 1970 
and $1,511,000 in 1969 to be held by consolidated real estate subsidiaries 

for which long-term financing commitments had been obtained). 12,618,000 

Total current assets. 125,604,000 


Property, plant and equipment, at cost, less accumulated depreciation 
and amortization (Note 2): 

Lucky Stores, Inc. 68,569,000 

Real estate subsidiaries. 41,528,000 

Tio,097,ooo 

Long-term receivables, licenses and other assets. 2,933,000 

Excess of purchase price over net tangible assets acquired (Note 1). 13,981,000 


$252,615,000 

LIABILITIES AND STOCKHOLDERS’ EQUITY 


Current liabilities: 

Current instalments on long-term obligations. $ 3,347,000 

Accounts payable and accrued expenses. 83,879,000 

Estimated taxes on income (Note 3). 8,426,000 

Total current liabilities. 95,652,000 


Long-term obligations—instalments due after one year (Note 4): 

Lucky Stores, Inc. 32,896,000 

Real estate subsidiaries. 41,012,000 

73,908,000 

Deferred taxes on income (Note 3). 3,300,000 


Stockholders’ equity: 

Preferred stock, authorized—100,000 shares, $50 par value; 

1,000,000 shares without par value (Note 5). 4,454,000 

Common stock, authorized 35,000,000 shares, $1.25 par value-issued and 

outstanding 11,949,440 and 5,468,433 shares (Notes 5 and 6). 14,937,000 

Capital in excess of par value of capital stock issued (Note 5). 33,530,000 

Earnings retained for use in the business (Note 4). 26,834,000 

Total stockholders’ equity. 79,755,000 


Commitments and contingencies (Notes 2 and 8) _ 

$252,615,000 


February 2, 
1969 


$ 17,353,000 
4,079,000 
65,726,000 
4,531,000 


7,891,000 

99,580,000 


57,803,000 

33,299,000 

91,102,000 

3,911,000 

13,531,000 

$208,124,000 


$ 2,551,000 
65,838,000 
jL660,000 

73,049,000 


47,085,000 

32,730,000 

79,815,000 

~M40,000 


4,483,000 

6,836,000 

20,882,000 

21,619,000 

53,820,000 


$208,124,000 
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LUCKY STORES, INC. 

CONSOLIDATED STATEMENT OF EARNINGS 


Fiscal year ended 


Sales and operating revenues 
Cost of goods sold . . . . 


Selling, general and administrative expenses 
Provision for depreciation and amortization . 
Interest expense . 


Estimated taxes on income (Note 3): 
Current: 

Federal . 

State . 

Deferred. 


Net earnings for year, before extraordinary gain. 

Extraordinary gain on sale of investment in Blue Chip Stamps, 
net of estimated income taxes of $775,000 . 

Net earnings for year. 

Earnings retained for use in the business, beginning of year. 


Dividends paid: 

On common stock: 

In cash-$.75 and $.6214 per share 
In common stock—3% . , 

On preferred stock. 


Earnings retained for use in the business, end of year . . . . 

Earnings per share, adjusted for 3% stock dividends and 100% 
stock distribution in 1969 (Note 9): 

Assuming no dilution: 

Before extraordinary gain. 

Extraordinary gain. 

Net earnings. 

Assuming full dilution: 

Before extraordinary gain. 

Extraordinary gain. 

Net earnings. 


February 1, 
1970 
(52 weeks) 

February 2, 
1969 
(53 weeks) 

$1,259,198,000 

$1,028,297,000 

1,014,824,000 

832,957,000 

244,374,000 

195,340,000 

187,516,000 

153,162,000 

9,853,000 

8,265,000 

4,566,000 

4,072,000 


201,935,000 165,499,000 


42,439,000 29,841,000 


19,628,000 

2,475,000 

700,000 

13,898,000 

1,545,000 

40,000 

22,803,000 

15,483,000 

19,636,000 

14,358,000 

1,700,000 

21,336,000 

14,358,000 

21,619,000 

20,029,000 

42,955,000 

34,387,000 

8,571,000 

6,657,000 

7,352,000 

6,016,000 

198,000 

95,000 

16,121,000 

12,768,000 

$ 26,834,000 

$ 21,619,000 


$1.68 

$1.29 

.15 


$1.83 

$1.29 

$1.55 

$1.17 

.13 


$1.68 

$1.17 


LUCKY STORES, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE 1 — Principles of consolidation: 

The consolidated financial statements include the accounts of the Company and all of its subsidiaries. All material intercompany items have been 
eliminated in consolidation. 

On May 5, 1969, the Company purchased all the outstanding common stock of M.R.L. Corporation and affiliated companies for long term notes. The 
consolidated financial statements include the accounts of M.R.L. Corporation, subsequent to that date. The excess of the amount paid for the assets and 
business over the net tangible assets acquired, amounting to $450,000, is not being amortized, since in the opinion of management the amount represents 
an asset with continuing value. 

The consolidated statement of earnings includes the results of operations of the Midwestern Region (the Eagle Complex) since its purchase on April 
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LUCKY STORES, INC. 

CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


Fiscal year ended 



February 1, 

February 2, 


1970 

1969 

Funds provided: 

From operations: 

(52 weeks) 

(53 weeks) 

Net earnings for the year. 

Expenses which did not require cash outlay: 

. . . $21,336,000 

$14,358,000 

Depreciation and amortization. 

. . . 9,853,000 

8,265,000 

Deferred taxes on income. 

. . . 1,113,000 

70,000 

Other . 

. . . 500,000 

43,000 


32,802,000 

22,736,000 

Refund of federal income taxes (Note 3). 

. . . 747,000 


Reductions in long-term receivables. 

. . . 764,000 


Proceeds from secured long-term borrowing. 

. . . 9,084,000 

9,694,000 

Proceeds from exercise of common stock options. 

. . . 580,000 

656,000 

Issuance of long-term debt in acquisitions. 

. . . 1,096,000 

43,000,000 

Funds applied: 

Additions to property, plant and equipment: 

45,073,000 

76,086,000 

Lucky Stores, Inc. 

. . . 21,481,000 

15,428,000 

Real estate subsidiaries. 

. . . 8,910,000 

9,778,000 

Less: Sales and retirements. 

. . . (1,700,000) 

(666,000) 


28,691,000 

24,540,000 

Cash dividends. 

. . . 8,769,000 

6,752,000 

Reduction of non-current portion of long-term obligations. 

. . . 3,347,000 

2,552,000 

Acquisition of non-current tangible assets in purchase transactions .... 

. . . 157,000 

19,807,000 

Excess of purchase price over net tangible assets acquired. 

. . . 450,000 

13,531,000 

Other . 

. . . 238,000 

369,000 


41,652,000 

67,551,000 

Increase in working capital. 

Working capital: 

. . . $ 3,421,000 

$ 8,535,000 

At beginning of fiscal year. 

. . . $26,531,000 

$17,996,000 

At end of fiscal year. 

. . . 29,952,000 

26,531,000 

Increase in working capital. 

. . . $ 3,421,000 

$ 8,535,000 


NOTE 2 — Property, plant and equipment: _ Lucky Stores, Inc. _ Real Estate Subsidiaries 



February 1, February 2, 

February 1, 

February 2, 


1970 1969 

1970 

1969 


Buildings. 

Leasehold costs and improvements. 

$ 4,378,000 
. . . . 14,236,000 

$ 3,875,000 
13,082,000 

$28,369,000 

$22,254,000 

Fixtures and equipment. 

. . . . 91,047,000 

74,519,000 

2,720,000 

1,520,000 


109,661,000 

91,476,000 

31,089,000 

23,774,000 

Less: Accumulated depreciation and amortization .... 

. . . . 41,972,000 

35,284,000 

2,532,000 

1,667,000 


67,689,000 

56,192,000 

28,557,000 

22,107,000 

Land . 

. . . . 880,000 

1,611,000 

12,971,000 

11,192,000 


$68,569,000 

$57,803,000 

$41,528,000 

$33,299,000 


At February 1,1970, all land, buildings and equipment owned by real estate subsidiaries and approximately $3,200,000 of land, buildings and equipment 
owned by Lucky Stores, Inc., were pledged to secure certain notes payable. 

Depreciation of buildings, fixtures and equipment is provided mainly by the straight-line method over the estimated useful lives of the assets. Lease¬ 
hold costs are amortized over the periods of the leases, and improvements are amortized over the shorter of their estimated useful lives or the periods 
of the leases. 

Most of the stores and certain other facilities are leased. Approximate minimum annual rentals under leases in effect at February 1, 1970, are 
summarized as follows: 


Fiscal years 
ending in 


1971-74 

$12,400,000 

1975-77 

11,400,000 

1978-80 

10,400,000 

1981 - 83 

8,300,000 

1984 - 86 

6,100,000 

1987-89 

4,400,000 

1990 - 93 

2,400,000 

1994- 99 

1,500,000 or less 


Leases in certain operating areas provide for additional rents based on sales in excess of specified amounts. 








































































NOTE 3 — Income taxes: 

Deferred income taxes arise from the deduction of certain costs and 
expenses, principally accelerated depreciation, in different fiscal years for 
tax and financial reporting purposes. During 1969, the Company received a 
refund of federal income taxes arising from retroactive adoption of acceler¬ 
ated depreciation methods. The amount of the refund received was recorded 
as deferred taxes on income. 

Income tax expense has been reduced by available investment tax credits 
of $839,000 in 1969 and $1,034,000 in 1968. 


NOTE 4 — Long-term obligations—due after one year: 

February 1, 
1970 

Lucky Stores, Inc.: 

5% convertible subordinated debentures. 

February 2, 
1969 

due April 1, 1993 . 

Unsecured 5.48% notes payable in equal 

$15,078,000 

$27,866,000 

annual instalments to 1976 .... 
6% unsecured notes payable in annual 
instalments of $1,000,000 to 1973, and 

3,502,000 

4,085,000 

$2,500,000 in 1974 . 

Unsecured note payable to bank with an 
interest rate 3 A% above the bank’s 

5,500,000 

6,500,000 

prime rate. 

7% unsecured notes payable in equal 
annual instalments to 1979 .... 

6,964,000 

986,000 

7,500,000 

Other . 

Real estate subsidiaries: 

5y 8 % to 9%% mortgage notes payable 
$3,500,000 annually, including interest 
to 1982, $4,200,000 in 1983 and in 

866,000 

32,896,000 

1,134,000 

47,085,000 

decreasing amounts thereafter to 1999 

41,012,000 

$73,908,000 

32,730,000 

$79,815,000 


The 5% convertible subordinated debentures are convertible into com¬ 
mon stock at a rate of 47.147 shares for each $1,000 in principal amount 
(equivalent to $21.21 per share). Debentures may be called at prices de¬ 
creasing from 105% of face value in 1970 to 100% after 1989. The in¬ 
denture provides for a sinking fund for the retirement of $1,400,000 
principal amount of debentures on April 1 of each year commencing in 1978. 

The unsecured note payable to bank is payable in annual instalments of 
$300,000 from 1970 through 1973 with the balance due in 1974, subject 
to acceleration dependent upon the extent of increase in earnings of the 
Midwestern Region. 

The amounts of principal maturing in the five years subsequent to Feb¬ 
ruary 1, 1970 on all long-term debt are as follows: fiscal year ending in 
1971—$3,347,000; 1972—$3,149,000; 1973—$3,204,000, 1974-$3,222,- 
000; and 1975—$10,380,000. 

The various agreements under which the long-term notes and debentures 
were issued contain certain covenants which restrict the payment of cash 
dividends. Earnings retained for use in the business at February 1, 1970 
exceeded the most restrictive of these covenants by $11,900,000. 

NOTE 5 — Stockholders’ equity: 

February 1, February 2, 

1970 1969 

Preferred stock issued: 

4.2% Series A cumulative convertible $50 
par value-870 and 1,459 shares (re¬ 
deemable after September 30, 1975; con¬ 
vertible on or before September 30, 1975 
into 4.05 shares of common stock for 

each preferred share).$ 44,000 $ 73,000 

3.2% Series B cumulative, $50 par value- 
4,407 shares. 220,000 220,000 

$2.25 cumulative convertible, without par 
value-83,800 shares at redemption price 
of $50 per share (redeemable after Janu¬ 
ary 1, 1972; convertible on or before 
January 1, 1978 into 2.06 shares of com¬ 
mon stock for each preferred share) 4,190,000 4,190,000 

$4,454,000 $4,483,000 


Changes during the year in common stock and capital in 
value of capital stock issued were: 


Common stock 


Balance, February 2, 1969 . . 

Amount representing par value of 
common shares issued as a 
100% stock distribution on 
September 28, 1969 . . . 

Approximate market value of com¬ 
mon shares issued as a 3% 
stock dividend on July 22, 1969 
Amount received on exercise of 

stock options. 

Conversion of 5% convertible sub¬ 
ordinated debentures and pre¬ 
ferred stocks. 

Balance, February 1, 1970 . . 


Shares Amount 


excess of par 

Capital in 
excess of par 
value of 
capital stock 
issued 


5,468,433 

$ 6,836,000 

$20,882,000 

5,787,943 

7,235,000 

(7,235,000) 

167,277 

209,000 

7,143,000 

45,942 

57,000 

523,000 

. 479,845 

11,949,440 

600,000 

$14,937,000 

12,217,000 

$33,530,000 


There are 1,375,000 shares of authorized but unissued common stock 
reserved for issuance upon conversion of preferred stocks and 5% con¬ 
vertible subordinated debentures and exercise of outstanding stock options. 


NOTE 6 — Stock option plan: 

Under the Qualified Stock Option Plan, options to purchase common 
stock may be granted to key employees at not less than the fair market 
value at the time of grant. No options may be exercised within two years 
from the date of the grant or after the expiration of five years. However, 
in the event of the death of an optionee, the optionee’s legal representative 
or successor may exercise, within six months after death, any options 
exercisable at the time of death plus the next option increment which would 
have become exercisable had the optionee continued to live. 

The following summarizes the activity during the year under the stock 
option plan: 

Common shares 


Balance, February 2, 1969 . 

Additional shares subject to option ap¬ 
proved by shareholders on May 22, 1969 

Options terminated. 

Adjustments for 3% stock dividend and 

100% stock distribution. 

Options granted at $27.06 to $30.75 per 

share . 

Options exercised (representing options 
granted during years 1964 to 1967) at 
prices ranging from $7.01 to $17.28 per 

share . 

Balance, February 1, 1970 . 


Options 

outstanding 

221,721 

Options 
authorized, 
not granted 
50,747 

(3,260) 

300,000 

3,260 

220,673 

349,283 

94,900 

(94,900) 

(45,942) 


488,092 

608,390 


The outstanding options at February 1, 1970 represent grants from 1965 
through 1969 at prices ranging from $7.49 to $30.75 per share. 


NOTE 7 — Pension plans: 

The Company provides pensions for salaried employees through a non¬ 
contributory pension plan. The provisions for the years ended February 1, 
1970 and February 2, 1969 amounted to $832,000 and $628,000, respec¬ 
tively, and included estimated current service costs, interest on unfunded 
prior service cost and amortization of the unfunded prior service cost over 
a twenty-five year period. The Company’s policy is to fund pension costs 
accrued. The Company also pays for various retirement plans covering 
most employees represented by collective bargaining agreements. 


NOTE 8 — Litigation: 

Legal proceedings have been brought against the Company for substan¬ 
tial damages under the antitrust laws and penalties under the California 
milk price control laws. Legal counsel has advised the Company that it has 
substantial defenses against these actions. Management is of the opinion 
that these legal proceedings will have no material effect upon the financial 
condition of the Company. 


NOTE 9 — Earnings per share: 

Earnings per share assuming no dilution are computed on the basis of 
the weighted average number of outstanding common shares. Computation 
of fully diluted earnings per share assumes conversion of the convertible 
preferred stock and the 5% convertible subordinated debentures as of the 
beginning of the year and exercise of the outstanding stock options as of 
the beginning of the year with the proceeds from exercise being used to 
purchase common stock at the average market price during the year. 
Earnings used in the computation of fully diluted earnings per share reflect 
elimination of applicable preferred dividend requirements and of applicable 
interest expense, net of related taxes on income. 
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Price Water house & Co. 

1939 ILuuuaoN Sthkbt 
Oakland 94612 

March 20, 1970 


To the Board of Directors of 
Lucky Stores, Inc. 

In our opinion, the accompanying consolidated balance 
sheet, the related consolidated statement of earnings and the 
consolidated statement of source and application of funds present 
fairly the financial position of Lucky Stores, Inc. and its sub¬ 
sidiaries at February 1, 1970, the results of their operations 
and the supplementary information on funds for the fiscal year 
(52 weeks) then ended, in conformity with generally accepted 
accounting principles applied on a basis consistent with that 
of the preceding year. Our examination of these statements was 
made in accordance with generally accepted auditing standards 
and accordingly included such tests of the accounting records 
and such other auditing procedures as we considered necessary 
in the circumstances. 



LUCKY OPERATES THE MOST MODERN MILK PROCESSING 




Over 500,000 quarts of fresh Lady Lee 
milk are being delivered each day to Cali¬ 
fornia Lucky Stores from two new Lady 
Lee milk processing plants located at the 
San Leandro and Buena Park distribution 
centers. Each plant has 34,000 square feet 
of space and occupies nearly three acres 
of land. At the receiving area, large stain¬ 
less steel tank trucks (1) rush milk daily 
from nearby dairy farms to the “tanker 
truckport” where milk is pumped into two 
40,000 gallon refrigerated tanks (2). Inside 
the processing room, the raw milk, 
through various machinery, is clarified for 
purity, pasteurized, and homogenized (3). 
Constant attention to all phases of pro¬ 
duction (4) is made possible by the latest 
innovations of quality control to maintain 
a superior product for Lucky Stores. Car¬ 
ton fillers form, sterilize, fill and seal 
plastic coated fibre cartons (5). Filled 
cartons are immediately conveyed into 
cold storage. The filled cartons, now 
packed in plastic cases, are loaded into 
refrigerated vans for distribution to Lucky 
Stores (6). 
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EMPLOYEES 

Number of Employees . . . . 

STORES 

Number at Beginning of Year . . 
Opened and/or Acquired During Yea 

Closed During Year. 

Number at End of Year . . . . 

BALANCE SHEET INFORMATION 

Current Assets . 

Current Liabilities. 

Working Capital. 

Long Term Debt —Operating Compa 
Long Term Debt-Realty Subsidiari 
Shareholders’ Equity 

Preferred. 

Common. 

SHAREHOLDERS 

Number of Common Shareholders of 
Number of Common Shares Outstan 

DIVIDENDS 

Total Cash Dividends Paid on Prefi 
Total Cash Dividends Paid on Comm 
Dividends Paid Per Share on Commo 

In Cash* . 

In Stock . 

Common Stock Distribution . . 

EARNINGS*** 

Before Taxes on Incomet . . . 

Income Taxest. 

Net Earnings. 

Earnings Per Share Common Stock* 

SALES 

Total Dollar Sales. 

Average Annual Sales Per Supermar 
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LUCKY STORES. INC. 



1701 MARINA BOULEVARD. SAN LEANDRO. CALIFORNIA 94577 


$ 190 , 071,000 

$ 200 , 401,000 
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1961 


$ 232 , 449,000 



$ 257 , 073,000 



1963 


$ 310 , 418,000 




1964 





















